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Sean Durty
President

It is never one person who builds the spirit
and strength of a company and we are
grateful for our more than 5,000 people who
continue to commit their time and energy to

making this airline a success.
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 period in 2005. |

T IS WITH GREAT 'PRH)E that I represent the

WestJet executive team and deliver the

positive news that Westfet finished the third
quarter with our best quarterly results in history.

We reported record third quarter net earnings
of §52.8 million, an increase of 74.5 per cent
compared to $30.3 million in the third quarter
of 2005. Whgn com'bi.ned with the strong results
from the first two quarters of the year. our
year-to-date net earnings grew to $88.0 million,
a strong increase of 283.3 per cent from 2005's
$23.0 million. ,

Our earnings per share was also record-
breaking at 41 cents,'as compared to 24 cents in
the three months ended September 30, 2003;
while record year-tu-ldate earnings per share
increased to 68 cents from 18 cents in the same
|

This is the ﬁfth-cor;tseculive quarter we
concurrently i.ncreas%d capacity, vield and load
factor from the respective prior-year quarter.
Increases in these thfee areas once again
illusirate cur ability to grow our network while
attracting guests,

Revenues grow this quarter 1o $502.6 million,
an increase of 23.8 per cent, compared to
$406.1 million in thé same period in 2005.
Year-to-date revenue grew io $1.3 billion, an
increase of 28.1 per cent, cornpared to $1.0
billion in 2005. Ancillary revenue, including
buy-on-hoard food, lilqunr, headsets, service fees
and pay-per-view grew by 65 per cent from
513.4 million in 2005 to $22.1 million for the
third quarter 2006.

Results for this quarter were outstanding

across several key measures. Highlights include

increased revenue per available seat mile

(RASM), growing 5.6 per cent for the quarter

from 14.4 cents to 15.2 cents; and 10.9 per cent
for the year, to 14.3 cents from 12.9 cents
in 2005,

LKL

This is the fifth-consecutive quarter

we concurrently increased capacity,
yield and load factor from the respective
prior-year quarter. Increases in these
three areas once again illustrate

our ability to grow our network while

attracting guests.

September 2006 represenied the twelfth
consecutive month of growth in load factor. Load
factor for the quarter increased to 80.5 per cent
from 78.6 per cent, an increase of 1.9 points.
These gains o.ccurred while capacity, measured
in avaﬂnb]e seat miles (ASMs} increased to 3.31
biltion frem 2.82 billion, a 17.3 per cent
increase. Qur year-to-date .Ioad factor increased
1o 79.2 per cent, compared to 74.5 per cent in
the same nine-maonth peried in 2005, an

increase of 4.7 points.
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;, Although average trip length for the quarter
increased to 1,154 miles, compared to 1,128
miles for third quarter 2005, yield (measured as
Tevenue per revenue passenger mile} increased
to 18.9 cents, up Eronll 18.3 cents in the same
period in 2005. Year to date, yield increased to
18.0 cents from 17.3 cents in 2005.

R

We have both'the leadersh'ip and
experience of the founding team,
¢ as well as new executives who bring

: ‘with them a fresh energy and vision.

¢ ;
: i

We grew our fleet u; 62 registered aircraft,
. operating a total of 63 charter and scheduled
' destinations in Canad.'%. the L!niled States
. and the Caribbean. Our industry-leading
performance this quar[ter included on-time
:J performance of 87.7 p:ar cent and a near perfect
* completion rate of 99.7 per cent,
' A significant accomplishment for this quarter
< was our abilily to conu!ol costs. Cost per available
* seat mile (CASM), excluding fuel, was down 1.1
: per cent this quarter. This was a result of pru-
dent cost management in all areas of the organi-
" zation: the cost efficiency of operating and main-
‘ taining our fleet of Boeing Next-Generation 737
aircrafi; and our use 'ot.' technology, including

self-serve kiosks and w:eb check-in.

In addition to growing our financial numbers

and controlling costs. we continue {0 experience

a significant increase in our brand health

and our guest lovalty measures, which continue
to be key drivers in our growth equation and
something each WestJet employee works
towards increasing.

It is never one per_éon who builds the spirit
and strength of a company and we are grateful
for our more than 5,000 people who continue
to commit their time and energy to making this
airline a success. As we accept the honour of
being named Canada’s most admired corporate
culture for the second year in a row, we
are all pleased to recognize the hard work and

enthusiasm of our entire organization.

L

We continue to expérience a
significant increase in our brand
health and our guest loyalty
measures, which continue to be key

drivers in our growth.

LLKL

Westlet is a solid and established company
with an entrepreneurial spirit which has shaped
the success WestJet enjoys today. As we move
forward, we have both the leadership and

experience of the founding team, as well as new

YaUR OWNER'S ManuaL , oSS
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- next level.

On behalf of the executive team, we

and dedication.

: /
;r Sean Durfy |
President f

WestJet Airlines Ltd.

October 25, 2006

and vision that will carry this company to the

thank everyone for their continued support

executives who bring with them a fresh energy

P2 5
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Linda Gagnon and Shirley Yanaelst
Executive Administrative Assistants

Our high-efficiency and low-cost .

philosophy is rooted throughout our entire

operation and is the key to successfully

managing our financial results.
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Forwa'r,c!i_—loo'king Information

ertain information set [orth in this document,

including management’s assessment of

WestJet's funté plans and operations,
contains fnnva.nd-lookm'g statements. These forward-
loaking statements typic:a[ly contain the words
“anticipate,” “believe,” “éstimate” “intend,’ “expect
“may, “will}” “should,” ai'r other similar tetns. By their
nature, l'orward-looking"st.atemcnts are subject to
numerous risks and uncertainties. some of which

!
are beyond WestJet's control, including the impact

" of general economic conditions, changing domestic

and international! industry conditions, vulél.ilily

" of fuel prices, terrorism, currency fluctuations,

interest rates, competition from other industry

- participants (including new entrants, and generally

' as to capacity Quctuations and pricing environment},

" labour matters, gnvernrqem regulation, stock-market

: volatility and the ability to access sufficient capital

- X |
from internal and external sources. Readers

. are cautioned that management’s expectations,

B Cs ! . .
 estimates, projections and assumptions used in

* the preparation of such information, although

* considered reasonable at the time of preparation,

- may prove to be imprecise and, as such, undue

% reliance should not be placed on forward-looking

. o
statements, WestJet's a(t:tual results, performance

or achievements could differ materially from those
expressed in, or implied by, these lorward-looking
statements.

Additional information relating to WestJet,
including Annual Information Forms and financial
statements, is located on SEDAR at
www.sedar.com.

To supplement its consolidated financial statements *
presented in accordance with Canadian generally
accepted accounting principles ("GAAP™), the
Company uses various non-GAAP performance
measures, including available seat mile ("ASM"),
cost per available seat mile (“CASM™) defined as
operating expenses divided by available seat miles,
revenue per available seal mile (*RASM™) defined
as total revenue divided by available seat miles,
and revenue per revenue passenger mile (“yield”)
defined as total revenue divided by revenue
passenger miles. These measures are provided to
enhance the user’s overall understanding of the
Company’s current financial perfoermance and are
included to provide investors and management
with an alternative method for assessing the
Company's ongoing operations and to pr—ovide a
more consistent basis for comparison between

quariers. These measures are not in accordance

i Three Months Ended
| Sept. 30 June 30 Mar. 31 Dec. 31
2006 2006 2006 2005
Total revenues $ 503 $ 425 $ 388 $ 348
Net earnings H 53 $ 22 $ 13 $ 1
+ Basic earnings per share | £ 0.41 % 017 % o.10 3 .61
- Diluted earnings per share $ 041 3 097 § 010 $ 0.01
" Three Months Ended
Sept. 30 June 30 Mar. 31 Dee. 31
. 2005 2005 2005 2004m
, Total revenues $ 406 $ 328 $ 295 % 274
- Net earnings (lass) | % 30 $ 2 $ nol % (46}
. Basic earnings [loss] per share $ 024 % 0.02 $ (0.081 % 10.37)
Dituted earnings [toss) per share $ 0.23 3 0.02 $ foog] % 10.37]

_trInctudes writedown of $47,§77.DUD refated to 200-series fleet impairment

1
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with or an alternative for GAAP and may be
|

different from measmies used by other companies.
Third Quarter Sﬁmmary

We completed the quarter with strong revenue
and operating results Isﬁmulaled by the demand
for our industry-leading service as well as a
Company-wide effort to control costs. Our third
quarter 2006 net earrlings rose to $52.8 million,
74.5% higher than in the third quarter of 2005,
Year to date, net earn'ings improved by 283.3%.
from $23.0 million in 2005 to $88.0 million in the
current year. Hléher guest revenues, created by
increased capacity, higlher load factlor and stronger
yield and our persistent focus on cost control, drove
growth in our net earnings during the current period.

This is the fifth qons:ecuﬁve quarter we
concurrently increaseg capacity, yield and load
factor from the respective prior year quarter. The
synchronized increase(in these three areas once

1
again illustrate our ability 10 grow our network
LKL

We strive to allocate our capacity

. P oo
within our network with the

- seasonal demand.

&Ll |

while attracting incremental guests 10 experience

. | .
' our exceptional guest-centred service.

Despite an increase of 9.3% in ‘our price of jet

|
" fuel per litre since the }hird quarter of 2005. our

operating cost per avai‘lah!e seat mile, including

' fuel, grew at a rate of just under one per cent.

* This was achieved throiugh the improved efficiency

and utilization of our new Next-Generation aircraft
and our employees’ efforts to contain centrollable
)

expenditures, Excluding fuel, our third quarter

1
. operating cost per available seat mile decreased

D by 1.1%.

Your OWNER'S MANUAL

James Homeniuk
Aircraft Mainlenance Engineer

Highlights

We experienced many highlights during this
quarter, including higher load factor and stronger-
vield. We expanded our fleet by five 600-series
aircraft secured by a final commiiment from
the Export Import Bank of the United States
(“Ex-lm Bank”), bringing our total registered fleet
size 10 62 aircraft, as at September 30, 2006. We
also finalized leasing terms for four Boeing 737
aircraft for delivery in 2007 and 2008.

During this quarter, we reorganized our executive
team and welcomed a new member to our Board
of Directors. We appointed Sean Durfy to
President of the airline while Clive Beddoe
maintains his role as Chief Executive Officer and
Chairman of the Board, Mr. Durfy has been an
active part of our Company and corporate culture
for the past two years in his role as Executive
Vice-President of Marketing, Sales and Airport
Qperations. We welcomed three new members to
our execulive team: Bob Cummings was appdimed
Executive Vice-President, Guest Experience and

Marketing: Dr. Hugh Dunleavy became Executive

Vice-President Commercial Distribution; and Ken

McKenzie is our Executive Vice-President,

Operations. All three individuals have proven
track records within the Company and are strong
and welcorne additions, They join our existing
executive team who are active in our continuous

commitment i¢ our culture and low-cost structure.

W 8 3D




We also welcomed Mr. Brett Godfrey, co-founder

|
and Chief Executive Officer of Virgin Blue Airlines,
to our Board of Directlors In August 2006. -

Operational Performance

Operational performance for this quarter was
highligh!:ed with improvements in our revenue per
available seat milé. (R_ASM?. RASM, for this quarter,

.increased to 15.2 cents from 14.4 cents in third

quarter 2005, an increase of 5.6%. RASM, a key
indicator for managing our revenue, is calculated
through a comb'mationi of load factor and yield.

We experienced an increase in our guest volumes,

as evidenced by an increase of almost two points
in au} load factor for the third quarter of 2006,
compared 1o the same quarter in 2005. We saw a
4.7 point increase in our year-tg-date 2006 load
factor, compareéd to the same period in 2005.
Our increase in load factor during these periods is
a notable accomplishmeni given that we grew our
capacity by 17.3% in 1Ihe third guarter and 15.3%
in the first three quarters of 2006, compared to

the respective periods in the previous year. At the

same time, we successfully grew our third quarter
vield 10 18.9 cents from 18.3 cents over the same
three months last year; and increased our yield to
18.0 cents for the ﬁrstl nine months of 2006 from
17.3 cents in the 2005 comparative period.

Our higher yield is partl.y atiributed to fare
fncreases sustained by a iaeg]thy revenue
environment but is also due to the success of our
revenue management process, During the third
quarter, our average trip length increased from
1,128 to 1,154 miles, such that on a trip length
a;djusted basis, our yield improved by approximately

. four per cent.

Our ability to achieve a balance between vield
and Joad factor is a challenging and important
component 1¢ the success of our operations. This
challenge is made more difficult during times of
significant capacity growth. Assuming yield and
seal capacity remain constant: we estimate the

sensitivity of revenue 1o a one percentage point

- change in load Factor is $22.3 million per arnum

while a one percent change in yield, on the same
basis, is $17.5 million. Despite the complexities,
our revenue management capabilities have largely
comributed 1o our achieving improved yields and
load factors..

During this quarier, we provided more long-haul
flights to U.S. destinations than we did one year
ago, causing our averager stage length o increase
te 850 miles from 811 miles in the comparative
period last year. For the same reason, we flew an
average stage length (;f 835 miles in the first nine
months of 2006 as compared to 805 miles in the

same period in 2005.
BT R L e
tional Performance; BEA N i
- Three Months Ended Sept, 30 Nine Menths Ended Sept. 30
% increase % increase
2004 2005 [decrease] 2006 2005 [decrease)
Available seat miles 3,310,271,095 2.821,051,988 17.3% 9.209,620,062 7,985225,263 15.3%
Revenue passenger miles  2,663,252,640 2,217,846,200 20.1% 7,289,503,110 5,950,829.464 22.5%
Load factar 80.5% 78.6% 2.4% 79.2% . 74.5% T 6.3%
Revenue per passenger B : .
mile [cents) 8.9 183 - 3% . 180 173 4.0%
Revenue per available
seat mile [cents) 15.2 14.4 5.6% 14.3 12.9 10.9%
Cost per passenger .
mite [cents) 15.5 15.8 11.9%] 15.9 16.4 [3.0%])
Cost per available . . '
seat mile [cents) 125 12.4 0.8% 12.4 12.2 3.3%
Fuel consumption [litres] . 163,679,642 144,380,341 13.4% 452357964 418,470,602 8.i%
Fuel cost/litre [cents] 728 664 9.2% 706 61.0 15.7%
Segment guests 2,956,996 2,522,782 . V1.2% 8,278,592 6,974,081 18.7%
" Average stage length 850 811 4.8% 835 "805 3.7%
Number of full-time
equivalent employees -
quarter end 4,903 4,208 15.5% 4,903 4,208 14.5%
Fleet size at quarter end 62 57 8.8% 42 57 8.8%
Aircraft available for use 42 57 8.8% 42 57 8.8%
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The third quarter is typ'ically one of the busiest ‘
periods in our busine?s. as there is a seasonal
increase in demand for leisure travet to visit
friends and families or to enjoy Canadian vacation
destinations during the summer. To manage the
inherent variability inI air travel and 10 maximize

OUr resources, we str?ve to allocate our capacity

within cur network with the seasonal demand.

L 20%
18%

16%
1w ]
12%
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%
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% B
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Income Statement
REVENUE

We grew our guest revenues by $85.2 million in

- the three months ended September 30, 2006 to
| $453.5 million. up from $368.3 million in the third
" quarter of 2005. We incge&‘ied our 2006 year-to-date

 guest revenues to $1.1 billion from $879.7 millien

! air travel in general.

.1
in the same period last year. The increase in guest

' 1 .
. revenues can be attributed to modest fare increases;

and a stronger demand for the WestJet brand and

While we focus on sustainable cost management .

to improve our financial performance, we also expand
alternative revenue channels to complemént our
primary revenue generating activity of providing
scheduled flight services. Westlet Vacations is our
most recent and significant endeavour in this area.
This wholly owned subsidiary of WestJet Airlines Ltd.,,
was launched in the second quarter of this year
and offers travellers the ébilily 10 plan their
vacation, inéluding hotels, car rentals, attractions
and insurance. in one convenient package. During
the quarter, we enhanced this valuable service by
introducing a website dedicated to travel agents.
Bookings through WestJet Vacations have been
strong to date and we are confident that this
revenue channe! will continue to grow.

UNIT COSTS )

Qur high-efficiency and low-cost philosophy is
rogled throughout our entire operation and is the
key to successfully managing our financial results,
through an ofien difficult and challenging high-cost
environment. -

To achieve our objectives, we strive to contain
controllable costs, partly by improving productivity
and efficiencies throughout pur tompany. The
higher efficiency of our single-type fleet plays a
fundamental role to help effset uncontrollable cost
pressures, mainly related to fuel. In the third quarter
of 2006, our aircraft were deployed into revenue
service, on average, for 11.8 block hours per day
as compared to 11.1 block hours per day in the
same period in 2005, a utilization increase of
6.3%. For the first nine months of this year, our
aircraft utilization was 11,8 block hours per day
versus 11,2 block hours per day in the first three
quarters of 2005, an increase of 5.4%. Increasing
the productivity of our aircraft allows us to generate
incremental revenue from higher utilization and

spread our fixed costs over more flight hours.

g_fﬁi‘-é_\jgnue pégré‘\-'éila'blg:; at mile RASM) in cents

v ‘Thiree Months Ended Sept. 30

Nine Months Ended Sept. 30

% increase % increase
2006 2005 |decrease) 2006 2005 |decrease)
' Guest revenues | S13.7 130 5.4% 125 10 13.6%
! Charter and other | 1.4 1.3 7.7% 1.7 1.8 15.4%)
" Interest income | 0.1 0.1 0.0% 0.1 0.1 0.0%
“t 15.2 4.4 5.6% 143 12.9 10.5%

your OWNER'S ManuaL 3 10 33D




Excluding the cost ofl fuel, our third quarter CASM
decreased by 1.1% to 8.9 cents per ASM from 9.0 -
cents in the same period last year. Qur year-to-date
CASM, excluding fuel, increased by 1.1% to
5.1 cents in the first nine months of the year from

" 9.0 cents during the first three quariers of 2005,

During the third quarter. we experienced an
increase of 9.3% in our cost of fuel p-er litre and a
weighted average increase of 6,.8% in airport rates
and fees, as compared to the sa.me period one year

. ago. Al the same time, our 1o1al operating CASM,

: incldding fuel, grew at a slower pace of 0.8%,
remaining almosi flat at 12.5 cents from 12.4 cents
in the same prior-year period. This is a notable
accomplishment when we take into consideration

B

the record-high fuel price environment we have

: been operating in over the past three months.
Overall, changes in our total unit operating costs

during the quarter was primarily a result of higher

" furel, airport, flight operations and interest costs,

; which were offset by reduced - maintenance, aircraft

" rental and general and administration expenses.
Fuel

“ Our third quarter fuel cost per ASM increased

|' by 5.9%, compared to the same quarter in 2005,

: and grew by 3.4% in the first nine months of 2006

‘icompared to the same period in 2005.

!A Oil prices continued to rise steadily during the -

, quarter to an average WTI US $70.44 per barrel
[Trom an average WTI US $63.08 per barrel in the -
' same quarter last year, impacting our third quarter_

-:Cl\SM by almost three per cent. Although oil prices

:jhave fallen, since reaching a record high in July

: 2006, they still remain at historically elevated levels.

Our investment in new Next-Generation aircraft,
with improved fuel efficiency, helps us combat
uncertainties in rising fuel costs. We further
enhanced the effectiveness of our fleet by adding
blended winglet technology en our larger 737-700
and 737-800 aircraft. As a result of operating a
high fuel-efficiency fleet, our CASM associated
vG'il'h fuel has incréased at a slower rate of 5.9%
during the quarter than our 9.3% increase in our
cost per litre to purchase fuel in the same quarter
of 2006.

We experienced many highlights-

during this guarter, including higher

load factors and stronger yield.

L&l

Airport aperations X

Qur unit costs per ASM associated wiih ajrpont
operatioﬂs increased by 5.3% from 1.9 cents in
the third quarter of 2005 to 2.0 cents in the third
quarter of this year, with a similar increase in our
year-to-date airport unit costs. A significant driver
of this increase can be attributed to the higher

Three Months Ended Sept. 30 Three Menths Ended Sept. 30

Nine Months Ended Sept. 30

% of Expenses : v %increase i % increase

i . 2006 2005 (decreasel 2006 2005 [decrease)
Aircraft fuel 28.9% 3.6 3.4 5.9% 35 32 9.4%
;Airport operations 15.6% 2.0 19 5.3% 21 20 5.0%

{ Flight operations i .

¢ and navigational charges - L 151% 1.9 18 5.6% - 1.8 1.7 . 5.9%
"Sales and marketing 9.9% 1.2 12 0.0% 1.2 1.1 9.1%
Depreciation and amortization T1% 09 09 - 0.0% 09 1.0 [10.0%)
Interest expense 4.5% 0.4 0.5 20.0% 05 0.5 0.0%
General and administration 4£.3% 0.5 0.4 114.7%]) 0.6 046 0.0%

Inflight - 43% 0.5 05 0.0% 05 ° 05 0.0%
Aircraft leasing ' 4.3% 05 07 (8.6%) 06 0.5 0.0%
" Maintenance 4.0% 0.5 0.6 114.7%) 0.6 - 07 114.3%)
Guest services 2.0% 0.3 0.3 - 0.0% 0.3 03 0.0%
) 100.0% 125 124 08% - 126 122 3.3%

w1 M

2006 WESTJET THIRD QUARTER REPORT




landing lees we incur on the larger Nexi-

_ Generation aircraft compared to that of our older
| 727-200 series aircraft.

In addition, we have further enhanced our

network, since this same period one year ago, by

flying to more American destinations, and
allocating more capacity to Canada’s largest air

travel market, Toronto. Although these destinations

- carry higher airport landing and terminal fees.

. these network enhancements were necessary o

meet the needs of our guests and have proven

to be successful.

Flight operations and navigationat charges
Costs per ASM for our third quarter flight

operations and navigational charges increased by

5.6% to 1.9 cents per unit, from 1.8 cents per
unit in the same quarter lasi year: and grew by
5.9% in the first nine months of 2006 from the

comparative prior-year period.

R

We have further enhanced our
network, since this same period one
year ago.,-by flying to more American
destinaiions, and allocating more
capacity to Canada’s largest air

travel market, Toronto.

In the first quarter of this year, we amended
our pilot agreement to allow for more flexibility

and choices in our pilot compensation plan by

. offering the alternative of receiving various levels

your OWNER'S MaNuaL

of cash in lieu of stock options. In the first year

" of this new agreement, we will be incurring both

a cash expense and stock based compensation
expense related to options granted in 2006 under

the old pilot agreement. As such, we incurred

expenses of $3.8 million for this quarter and

$6.4 million year to date 2006. for those pilots
that elected to receive cash, rather than a certain
portion of siock options, in 2007. ‘
Sates and Marketing

During the first nine months of 2006, our sales
and marketing expenses per ASM increased by
9.1% from 1.1 cents to 1.2 cents in the same period
this year. To better loverage our travel agent’
distribution channel, we offered travel agents
higher incentives to encourage them to hook their
customers on WestJet. This distribution channel
comprised approximately 37% of our total net
bookings in the third quarter of 2006, an increase
of 9.7% since the same period last year, and
approximately 37% in the current year-to-date
period, compared 10 approximately 34% in the first
nine months of 2005.

Despite this increase in travel agent commissions,
we were able to control our other cosis related 1o
sales and marketing. Our successful cost-control
cfforts in this area are reflected in our third
quarter sales and marketing unit costs, which
remained stable at 1.2 cents per ASM from the
comparative period in 2005.

Depreciation and amortization

Our depreciation and amortization unit costs
remained constant at 0.9 cents per ASM from the
third quarter of last year and decreased by 10.0%
when comparing the first nine months of this year
to the same period last year. The year-to-date
decrgase resulted from a one-time adjusiment
required as a result of the early disposal of our
737-200 capital leases.

Interest expense
-Qur interest expense is primarily driven by our
financing arrangements on our owned aircraft,

Qur thitd quarter interest expense unit costs

. increased by 20.0% compared to the same perlod

in 2005, as a rest_ﬂl of our financing of an
additional 15 Next-Generation aircraft since the -
end of the third quarter in 2005. These aircrafi

were financed with low interest rate debt supported

. by Ex-lm Bank guarantees, which allowed us to

gecure 12-year fixed interest rate debt in Canadian
dollars that brings cur total Company weighted
average interest rate to approximately 5.4% on all

of our debt.
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Gisele Kriwokon
Lead, Aircraft Appearance

General and administration
We improved our general and administration

unit expenses by 16.7%, in the third quart.cr of
. 2006 compared to the same quarter last year.
i General and administration expenses comprise
" a large portion of our fixed costs associated with
. operating our airline and include activities such
i as leg:‘-.tl. purchasing, accounting and real estate
. services, The decline In our general and
» administration CASM is partly due ¢ a decline
"‘ in legal fees since the settterent of our lawsuit
_with Afr Canada.

Aircraft leasing

«  Unit costs associated with our leased aircraft
:: decreased by 28.6% in the three months ending
. Séplember 30, 2006, compared to the third
:quarter in the prior year. Last year, we incurred
‘lease payments on five 737-200s, 13 737-700s
and five 737-800s. In the third quarter of this '
.;:year. we only incurred lease payments on the

. same 737-700s and 737-800s as the leases on the

;r737-2005 were surrendered or expired in the first *
-'quarter of this year. -
Maintenance
We achieved a 16.7% improvement in our third
Equarter maintenance unit costs and a 14.3%

decrease in our year-to-date maintenance unit’

costs, compared 1o the same respective periods in

2005. We have gained several operating and -
financial benefits from our investment in new

=:‘aircmt't within the Next-Generation family.

3% 13 WP

Income tax

Current tax expense of $2.3 million combined
with the future tax provision of $31.9 million,
resulted in a net income tax expense of $34.2
million and an effective tax rate oI: 27.95% for the
nine months ended September 30, 2006. Overall ~
our total year to'date tax expense is lower than
otherwise expected due tb the fgderal government,
along with several provincial governments,
substantively enacting corporate tax rate
reductions in the second quarter 2006. The
revaluation of our future tax liability resulted in
an approximate $11.2 million recovery of future
income tax expense in the second quarter of 2006,
The federal government also eliminated the large
corporations tax (LCT} effective January 1, 2006,

which created a reversal of approximately

$1 million of LCT already accrued in the year.
Although these items were recorded in the second .
quarter. they continue 1o impact our year-19-date

calculations,

Financial Position

‘We continue to see improvement in our financial
strength, as indicated in our debi-to-equity and
working capital ratios. This has arisen partly from

favourable travel bookings conditions and a

" rationalized fare environment, as well as through

the direct result of our cost-management actions .
taken to imprové our operational effectiveness.
From January to September of this vear, we
continued 1o grow our fleet and accepted delivery
of 10 737-600 aircraft and one 737-700 aircraft,
all of which were acquired under our Ex-lm Bank
supported fleet acquisition plan. The acquisition of
these aircraft resulted in a $380.8 million addition
to our debt bringing our total debt-to-equity ratio
io 2410 1..a decrease from 2.5 to 1 at year-end
2005. Included in this debt is off-balance sheet
debt related 1o aircrafl operaling leases of $433.2
million. We believe that this low debt-to-equity
ratio, supplemented by our healthy cash reserves
of $378.9 million provides us with sufficient
flexibility to continue to grow our network and
services, while providing enough of a cushion
sheuld we encounter economic uncertainties. At
September 30, 2006, $8.6 million of stock based

" compensation expense was included in

contributed surplus related to expired stock options,
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- $97.000 of which related to option expiries in the

1! third quarter of 2006."

"

:-,
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By the end of the third quarter of'lhis year, our
working capital ratio strengthened to 0,93 1o 1,
as compared to 0.86 to 1 at the end of the same
quarter one year ago and 0.85 1o 1 at the end
of 2005. s

As at October 20, 2006, we had 129,578,305
 shares outstanding: 122,988,555 common voling
¢ shares and 6,569.750 variable voling shares, as
well as 15,402,249 stock options oulstglnding.

Carolyn McArthur
Coordinator, Maintenance Staff Scheduling

i
.OPERATING CASH FLOW
Qur operations produced $28.6 million more
.cash during the third quarter of 2f)06 compared to
':ilhe same quiner in 2005 and increased 10 $279.4
;milh'on during the first three quarters of this year
* ‘compared to $209.0 miltion in the same period in
‘2005. Our higher cash fows from operating
activities were primarily driven by higher revenues
. énd our continued efforts on controlling
éxpenditures in the current nine-month period
"versus the same period in 2005.
T A key indicator of gur future performance is
advanced licket sales. .'l'ypicé]]y. advanced ticket
Sa]es ai the end of the third quarter decline due to
slower bookings for travel in the winter season.
However, this year our advanced ticket sales have
grown to $166.2 million at the end of September

+ .

i

2006 frem $132.5 millior at the end of the third
quarter last .year and $127.5 million at Srear-end
2005, representing a 25.4% and 30.4% increase,
respectively, At the end of the current third
quarter, 31.3% of our advanced bookings were
associated with future travel to our transborder
and international destinations. As the slower
winter travel se?.son approaches in the coming -
months, the increase in advanced bookings
demonstrates our ability to manage our seasonal
capacity and scheduled network to lessen the
variability of seasonality inherent in our business.
FINANCING CASH FLOW '

Our financing activities provided cash totalling
$117.0 million in the third quarter of 2006
cornpared 10 $85.3 million in the same period in
2005 and $264.9 million in the year-to-date period
ended September 30, 2006, compared to $47.8
million in the same periot-! last year. Qur current
year financing cash received was primarily from
long-term debt funds 10 purchase 10 737-600s
and one 737-700 aircraft during the first nine
months of 2006, with five of the 737-600s received
in the current third quarter. [n the previous year,
we financed one 737-600 and two 737-700
aircraft in the third quart;sr.

In the heginning of the third quarter of this
year, we completed a debt financing facility (the
“Facility”) supported by loan guarantees from the
Ex-Tm Bank for US $191.1 million. The Facility
supports the purchase of five Boeing Next- .
Generation 737-600s and one 737;-?00 series
aircraft. By the end of the third quarter of 2006, -
the five 737-600s have been received. with the
remaining 737-700 to be received in December -
of-2006.

We are continually examining the mix of leased

and debt-financed aircraft to ensure we achieve
the optimal balance to maintain a conservatively
leveraged balance sheet and ample cash reserves.
In addition to eur Ex-Im Bank supported debt
financed aircraft. we also finalized leasing terms
with Singapore Aircrafi Leasing Enterprise in

the beginning of the current third quarter for four
Boeing Next-Generation 737 aircraft to be
delivered in late 2007 and early 2008.

)




* INVESTING CASH FLOW

In the third quarter of 2006, we invested 5184.3
million in five 737-600 aircraft compared to $128.4
million for one 737-600 and two 737-700s in the

. same quarter last year. In the first nine-months of
2006, we invested $425.0 million versus $148.4

million in the same period last year. So far in

. 2006, we purchased 10 737-600s and one 737-700

aireraft, 85% of which were funded through
Iqw-inleresl rate debt, while the remaining portion
is financed with our own equity. In the comparative
prior 'year period, we acquired eight aircraft
under sale and leaseback agreements and financed
three aircraft.

During the year we also spent $35.1 million in
information technology related costs and aircraft
associated parts, $7.9 million of which was
spent in the current quarter. A portion of oﬁr
information technology investment related to

the further development of our new reservation

" system, which we expect to launch in 2007,

L&KL

We have further enhaﬁced aur
network, since this same period one
year ago, by flying to more American
destinations, and allocating more
capacity to Canada’s largest air

travel market, Toronto.

Our investment in new aircraft and a new
reservation system is important 1o our growth
plans. The development of 2 new reservation ’
syétem allows us improved inventory and fare
management, and creates opportunities for us te

partner with other airlines, should we choose

1o do so, to better serve more guests. This system
can accommodate the growth of our network,
allowing us 1o serve more guests through
agreements with parinering airlines without

incurring the high infrastructure costs

" otherwise required.

The addition of new aircraft allows us to Brow
our mfrastructu;-e by adding capacity and new
routes 1o meet the needs of Canadian travellers.
At the énd of the third quarter in 2006, we had
commitments to take dellvery of a toal of 14

" Next-Generation aircraft. In the remai.nder of 2006

we will receive one 737-700. In 2007 we will
receive six 737-700s and one 737-800. In 2008,
we will accept delivery of five 737-700s and one
737-800. To further support our future growth we
are considering opportunities to add capac{ty

_when appropriate.

Moving Forward

Looking forward 1o the fourth quarter, we expect
our capacity to grow by approximaiely 23 per cent
over the same quarier in 2005. Our decision to .
early retire our 737-200 fleet resulted in ﬁrcraﬁ
being taken out of service in the fourth quarter of
last year and therehy, reduced our capacity in that ’
period. This capacity réduction in the previous
year drives the magnitude of our increase in our
current fourth quarter yehr-uver-year growth.

In spite of the significant increase in our
system-wide capacity in the present fourth quarter,
we are exiremely pleased that cur RASM

performance is keeping pace thus far with our

"RASM results in the same pen:od last year. These

re_sulfs are encouraging as we approach the
completion of our 2006 fiscal year.

dur employees are devoted to our standards of
creating a high-el‘ﬁciency; operation while sl}iving
to achieve sustainable low-costs in order to
provide our guests with a high-value affordable
product. For the second year in a row, we have
been recognized by Waterstone Hﬁman Capital
Ltd., for having Canada’s most admired corporate
culture. As we hegin the last quarter of 2006, we

are confident that our award winning, nationally

'recognized, culiure will continue to attract guests.

October 25, 2006
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i CONSOLIDATED BALANCE SHEETS

WestJet Airlines Ltd.

September 30, 2006, December 31, 2005 and September 30, 2005 [Unaudited)

[Stated in Thousands of Dotlars]

; September 30 December 31 September 20
| 2004 2005 2005
, Assets .
- Current assets:
i Cash and cash equivalents [note 3] $ 378944 & 259,640 % 256,961
g Accounts receivable 11,616 8.022 10,848
Income taxes recoverable 14,162 13,909 6,698
,  Prepaid expenses and deposits’ 34,931 31,746 33,034
{ Inventery 5,181 6.25% 3570
‘ . 464814 319,576 INan
- Property and equipment {note 1) 2,149,757 1,803,497 1,675,187
" Other assets 103,719 90,019 " 86,489
R ’ $ 24698290 $ 2213092 % 2,072,787
¥ Liabilities and Shareholders Equity
% Current liabilities: :
' Accounts payable and accrued liabilities [note 5lel} $ 129601 % 00,052 % 93,775 -
t Advance ticket sales . 166,183 127,450 " 132,508
"" Non-refundable guest credits . 34,465 32,814 27,754
;‘ Current portion of long-term debt {note 2| 146,334 114,115 104,308
i Current portion of obligations under .
; capital lease [note 5[b)] 351 2,454 2,769
H 476,934 374,897 361,115
: Long-term debt [note 2) 1,297,265 1,044,719 938,845
Obligations under capital lease {note 5(bl) 1,573 1,690 ) 87.8
. Other liabilities 14,331 16,982 16,092.
; Future income t1ax 134,519 102,651 94,768
P 1,924,622 1,542,939 1,411,718
" < Shareholders’ equity: -
Share capital [note 4(a]] 429 MY 429,613 426,172
Contributed surplus inote 4[e)] 54,485 39,093 34,487
Retained earnings 289,472 201,447 200,410
773,668 470,153 461,069
. Commitments and Euntingencies [note 5] .
: ) $ 24698290 § 2213092 $ 2,072,787

YouR OWNER'S mMaNUAL

W 16 3D




@

CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS

" WestJet Airlines Ltd. .

. For the periods ended September 30, 2006 and 2005 (Unaudited)
* [Stated in Thousands of Dollars, Except Per Share Amounts)

Three Months Ended

Nine Months Ended

September 30 ) September 30
20046 2005 . 2006 . 2005
. Revenues: .. .- . :
Guest revenues 453,526 % 368,349 . ¢ 147300 % 'B79,450
Charter and other 45,142 ’ 35,963 158,680 143,31
Interest income 3.942 1,823 9,536 4114
502,410 406,135 1.315517 1,027,155
. Expenses: o :
© Aircraft fuel 119,154, 96,117 319,199 255,144
Airport operations 64,4626 54,155, 191,295 162,573
~ Flight aperations and .
navigational charges 62,253 49,661 167,522 136,010
!j Sales and marketing 40,985 34,492 113,029 87,083
*  Depreciation and amortization 29,495 27109 81,327 78.985
. Interest expense 18,444 13,844 50,899 40,679
General and administration 17,859 16,753 '57,916 51,874
tnilight 17,834 13,449 48,410 39,180
Aircraft leasing 17,682 19,412 53,785 46,426
Maintenance 16,413 18,053 54,015 56,601
Guest services 8,249 7,254 23,252 19,863
412,818 350,343 1,160,849 974,418
\Earnings from operations 89792 55,792 -154,668 52,737
! Non-operating income [expensel:
" Bain [loss) on foreign exchange 20 [2,378] (2.751] {2.483)
Gain [loss) on disposal of property
. and equipment 4] 392 792 475
! . Non-recurring expenses Inote 5lcll — — 115,600) —
192 {1,9868) 117,559) - (2.008]
l Employee profit share [note é) " [9.960] 15,276) 114,929] '5,276)
LLEarnings before income taxes 80,024 48,530 122,180 45,453
Income tax [expensel recovery [note 7): .
i Current [740) 1,206 (2,284) 4,958
Future- (26.474) (19.476) (31,871 127,447}
(27,214) {18,270) [34,155] (22.489]
Net earnings 52810 % 30,260 $ BB025 & 22,964
)
y
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CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS

. (Continued}
" WestJet Airlines Ltd.
" For the periods ended September 30, 2004 and 2005 [Unaudited)
|Stated in Thousands of Dollars, Except Per Share Amounts)
Three Months Ended Nine Months Ended
September 30 September 30
‘ - 2006 2005, 2006 2005
. Retained earnings, beginning of period $ 236,662 % 170,150 % 200,447 % 177444
Net earnings . 52,810 30,260 88,025 22,964
" Retained earnings, end of period $- - 289472 % 200,410 % 289472 % 200,410
Earnings per share [note 4(cl]:
Basic ‘ $ 041 % 024 % 048 % 018
Diluted ) $ 0.41 % 0.23 048 % 0.18

Operating highlights: )
" Available seat miles T 3,310271,095  2,821,051,988

Revenue passenger miles 2,663,252,640  2,217,846,200
Load factor 80.5% 7B.6%
Revenue per passenger mile [cents) 18.9 18.3
Revenue per available seat mile [cents) 15.2 14,4
Cost per passenger mile [cents] . 155 © 158
Cost per available seat mile {cents) 12.5 124
Fuel consumption [litres) 163,679,642 144,380,341
Fuel cost/litre [cents) : 728 66.6
Segment guests 2,956,996 2,522,782
Average stage length 850 811
Number of full-time equivalent - :
employeas at quarter end TOL503 4,208
«  Fleet size at quarter end 62 57
" Aircraft avaitable for use &2 57
" YOUR OWNER'S MANUAL R IR LIS

9.209.620,042  7,985,225,243
7289503110 5,950,820,484

79.2% 74.5%
18.0 17.3

14,3 12.9

15.9 16.4

12.6 12.2
452,357,964 418,470,602
70.6 61.0
8,278,592 6,974,081
835 805

4503 4,208

- 42 87

42 57
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" WestJet Airlines Ltd.

For the periods ended September 30, 2006 and 2005 [Unaudited]
{Stated in Thousands of Dollars)  ~

CONSOLIDATED STATEMENTS OF CASH FLOWS

256,361

Three Months Ended Nine Months Ended
Septemnber 30 . September 30
- 2004 2005 2006 2005
+ Cash provided by [used in:
: Dperating activities:
" Net earnings $ 52810 $ 30,260 % 88,025 % 22,944
Items not invelving cash: ’
‘Depreciation and amortization . 29495 27.109 81,327 78,985
Amartization of other liabilities [217) (2171 (6511 {387
Amontization of hedge settlements 348 348 1,043 1,043
Loss {gain] on disposal of property
and equipment 9 [392] (7923 [475)
Stock-based compensation expense 5397 4,875 15,497 12,960
Issued from treasury stock — 5,780 - 15,993
Future income tax expense 26,474 19,476 31,87 27 447
Decrease lincrease} in non-cash : )
working capital £26,501] (28,062] 43,070 50,475
87,815 59177 279.3%0 209.005
:Financing activities: .
Repayment of long-term debt [34,758) 123,950) [96,005) 171,779)
Increase in long-term debt ) 164,573 112,016 380,770 112,016
Decrease in obligations under .
capital lease (85l (2,429 1395 {5,317}
tncrease [decrease] in other liabilities - [50) - 8,480
Share issuance costs - [150}- i1 (183}
Increase in other assets (10,718) (5,740} [1B,425) 113,941)
Issuance of common shares - 5886 ° —_ 19,382
Increase in non-cash working capital — [264) [1,071) [837)
117012 85,119 264,864 47821
‘Investing activities:
Aircraft additions (176,502} [123,018) {395,117 [514,134]
Aircraft disposats -] 4,523 3,766 401,201
Other property and equipment additions |7.928} [$0,355) [35,145) [35,948)
Other property and equipment disposals 74 433 1,546 S04
: 11B4,348] {128,415) 1424,950] {148,397]
Increase in cash 20,479 16,081 119,304 108,425
Cash beglnnlng of peried 398,445 240,880 259,640 148,532
Cash. end of peried . 3 378944 % % 378944 % 256,941

Cash is defined as cash and cash equivalents.
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Cash interest paid during the three and nine menths ended September 30, 2006 were $17,240,000
(2005 - $13,355,000) and $47,731,000 (2005 ~ $40.414,000), respectively.

Net cash taxes paid during the three and nine months ended September 30, 2004 were $489,000
[2005 - $2,+37,000) and $2,537,000 (2005 - $5,005,000}, respectively.




‘ ~NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WestJet Airlines Ltd.

For the periods ended September 30, 2006 and 2005 [Unaudited)

. [Vabular Amounts are Stated in Thousands of Dollars, Except Share and Per Share Data)

The interim consolidated financial statements of WestJet Airlines Lid. ("WestJet” or “the Corporation™) have
been prepared by management in accordance with accounting principles generally accepted in Canada. The
interim consalidated financial statements have been prepa.red following the same accounting policies and
mélhntis of computation as the consolidated financial statements for the fiscal year ended December 31,
2005. The disclesures provided below are incremental to those included with the annual consolidated
financial statements. The interim consolidated financial statements should be read in conjunction with the -
consolidated Bnancial statements and the notes thereto in the Corperation’s annual report for the year
ended December 31, 2005. :

The Corporation’s business is seasonal in nature with varylng levels of activity throughout the year, The
Corporation experiences increased domestic travel in the summer months and more demand for transborder

and charter sun destinations over the winter period. , .

1. Property and equipment: -

Net book

Accumulated
September 30, 2006 Cost depreciation value
Aircraft $ 2040824 % 163069 % 1877755
Ground property and equipment . 152,621 61,335 91.286
Spare engines and parts B5,596 11,943 . 73,653
Buildings 39,501 4,564 34,937
Leasehold impravements 6,769 4,430 2,339
Dther assets under capital lease 2,481 569 1.912
2,327,792 245,910 2,081,882
Deposits on aircraft 997N = 39,971
Assets under develepment 27,904 — 27,904
$ 2395667 % 265910 % 2,149,757
Accumulated Net book
December 31, 2005 Cost depreciation value
Aircraft - Next-Generation $ 1419850 % 102914 % 1,516,536
Ground preperty and equipment . 135,217 52,664 82,553
Spare engines and parts - Next-Generation 67,960 8.02% 59,931
Buildings 39,636 3,828 35811
Leasehold improvements 6,302 3.992 ) 2310
Other assets under capital lease 2,289 198 2,091
Spare engines and parts - 200-series © 12,547 “11,128 1.419
Aireraft - 200-series 34892 . 28481 1,031
Aircraft under capital lease 19,475 19,475 —
1,907,148 205,084 1,702,082
Deposits on aircraft 73,4573 - 73,493
Assets under development 27922 . - 27,922
$ 2008583 % 205086 % 1803497

YOUR OWNER'S MaNuaL
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1.‘ Property and équipmem (centinued):

- 7 Accumulated Net book

Septemnber 30, 2005 . : Cost depreciation valve
Aircraft - Next-Generation : $ 1448795 % 85061 % 136373
Ground property and equipment 133,372 48,144 85,228
Spare engines and parts - Next-Generation 65,797 7,226 58,571
Buildings 39,436 3,579 - 34,057
Leaseho!d improvements 6,451 3,825 2,626
Spare engines and parts - 200-series 15,375 12,577 2,798
Aircraft - 200-series : ) 62,776 58,664 %RV
Aircraft under capital lease 31,755 3ngsas v 907
1,803,957 249924 1,554,033

Deposits on aircraft . 96,829 = 96,829
Assets under development . . 24,325 — 24,325
$- 1925111 % 2469926 5 1,675,187

During the three and nine months ended September 30. 2006, property and equipment was acquired at

an aggregate cost of $NIL (2005 - $79.000) and $172,000 (2005 - $1.1

of capital leases.

. Long-term debt:

17,000), respectively, by means

September 30

2006

- December 31 September 30

$1,671,656,000 in 44 individual term loans, amortized on a

straight-line basis over a12-year 1erm, repayable in

guarterly principat installments ranging fram $474,000 to

$955,000, including fixed interest at a weighted average

rate of 5.32%, maturing between 2014 and 2018. These

facilities are guaranteed by the Ex-lm Bank and secured

by 31 700-series aircraft and 13 é00-series aircraft. T $ 1390455

$35,000,000 in three individual term toans, répayable in
monthly instatlments ranging from $104,000 to $144,000

- including floating interest at the bank’s prime rate plus

0.88% with an effective interest rate of 6.88% as at
September 30, 2006, maturing in 2008 and 2011, secured .
by three Next-Generation flight simulators. 26,911

$16,968,000'in 24 individual term loans, amortized on a

straight-line basis over a five-year term, repayable in

quarterty principal installments ranging from $29,000 to

$47,000, including floating interest at the Canadian LIBOR

rate plus 0.0B% with a weighted average effective interest

rete of 4.39% as at September 30, 2006 maturing between

2007 and 2011, guaranteed by the Ex-Im Bank and secured

by certain 700-series and 600-series aircraft, 12,547

21 W

2005 . 2005

$ 1114506 % 998,226

19.615 . 20,125.

10,462, 7880
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. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WestJet Airlines Ltd.

;. For the periods ended Septernber 30, 2006 and 2005 [Unaudited}
* {Tabular Amounts are Stated in Thousands of Dollars, Except Share and Per Share Data)

.2, i.ung-term debt {(continued):

" September 30 December 31 September 30

. 2006 2005 2005
$12,000,000 term loan repayable in monthly installments '
of $108,000 inclrrding interest at .03% maturing April 2011,
secured by the Calgary hangar facility. 10512 - 10,767 10,830
$4,550,000 term loan repayable in monthly instailments of
$50,800 including floating interest at the bank’s prime plus
0.50%, with an effective interest rate of 6.50% as at
September 30, 2006, maturing April 2013, secured by the .
Calgary hangar facility, 3174 3,484 3585
$22,073,000 in six individual term loans, repayable in
manthly installments ranging from $25,000 to $87,000
including fixed rate weighted average interest at 8.43%
having matured in October 2005. - - 2,527

1,443,599 1,158,834 1,043,173

Less current portion 146,334 - 14,115 104,308

$ 1297265 % 1044719 % 938,865

Future scheduled repayments of long-term deb! are as foltows:

20056 $ 36,554
2007 ) ) 146,397
2008 - i 159,595
2009 ’ ' 143,747
2010 ). : 142,967
2011 and thereafter 814,315

) $ 1443599

During the quarter ended September 30. 2006, the Corporation cenverted US $191.1 million of preliminary
commitments with the Export-Import Bank of the United States ("Ex-lm Bank”) in1o a final commitment
10 support the acquisition of five Boeing Next-Generation 737-600 aircraft and one Boeing Next-Generation
737-700 aircraft and their related live satellite television systems, to be delivered between July and

" December 2006, The Corporation also has a lo1al preliminary commitment from Ex-lm Bank for US

$247.8 million for seven aircraft to be delivered between 2007 and 2008.

The Corporalior{ will be charged a commitment fee of 0.125% per annum un the unutilized and uncancelled
balance of the Ex-Im Bank facility, payable at specified dates and upon delivery of an aircraft. and is charged
a 3% exposure fee on the financed portion of the aircrafl price, payable upon delivery of an aircraft.

During the quarier ended September 30, 2006, the Corporation completed financing arrangeméms for US

 $191.1 million supported by loan guaraniees from the Ex-Im Bank on six aircraft as outlined above. This

; facility will be drawn in Canadian dollars, in separate instalments, with 12-year terms for each new aircraft.

Each loan will be amortized on a straight-line basis over the 12-year term in gquarterly principal instalments,
and interest calculated on the outstanding balance. As at September 30, 2006, the Corporation has taken

. delivery of five aircraft under this facility and has drawn a total of CAD $164.6 million {US $146.5 million).

.
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3. Financial Instruments:

"At September 30, 2006, the Cor'poralion had US dollar cash and cash equivalents totalling
us $34,838.b00 {December 31, 2005 - US $35,453,000, September 30, 2005 — US $34,022,000).

As at September 30, 2006 cash and cash equivalents include US $5,033,000 of restricted cash
(December 31, 2005 - US $6,317.000, September 30, 2005 - US §2.666,000).

_The Corporation has entered into & contract io purchase US 32.5 million per month at a forward rate of
1.11 i'or the pa.ymem period from Oclober 2006 to March 2007 to hedge a portion of the Corporation's
committed US dollar lease payments during the same period. The estimated fair market value of the
contract as at September 30, 2006 is a loss of CAD $5,000.

4. Share capital:

(a) Issued and outstanding:

Three Months Ended
September 30, 2004

Nine Months Ended
Septernber 30, 2005

Year Ended
December 31, 2005

Number Amount

Number  Amount

Number  Amount

Common and variable
voting shares:
Balahce,

i beginning of period 129,578,305 $ 429,71
Exercise of options - - -
Stock-based

compensation expense - -
Issued from treasury - -
Share issuance casts - -
Tax benefit of issue costs - —

129,575,099 $429.613

3,206 —
- 05
- (10)
- 3

125,497,407 § 390,469
1,333,791 3389

- 488
2,743,901 35,410
- (215}
- 72

Balance,

end of period 129578305 $ 429,711

129,578,305 % 429,711

129,575,099 $ 429,613

Three Months Ended
September 30, 2005

Nine Months Ended
September 30, 2005

Number Amount

Number Amount

Common and variable -

voting shares: )
Balance, beginning of period
Exercise of aplions '
Stock-based compensatian expense
Issued from treasury ~
Share issuance costs
Tax benefit of issue costs

128,255,922 $4i4,542

14,552 105

- b4

948,323 11,541
- (3501

- 58

125,497,407 $ 390,449
1,332,482 ° 3,389
- 450
2410708 31984
- (183]

- 61

Balance, end of period

129,240,797 $ 426,372

129,240,797 % 426,172

As at September 30, 2006, the number of common voting shares and variable voting shares amounted
to 122,844,030 (September 30, 2005 - 117,157.756; December 31, 2005 - 119,378,637} and 6,734,275
A{September 30, 2005 - 12,083.041; December 31, 2005 - 10,196,462) respectively.
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- lNAUTES TO CONSOLIDATED FINANCIAL STATEMENTS

. WestlJet Airlines Ltd.

. For the periods ended September 30, 2004 and 2005 [Unaudited)
[Tabular Amounts are Stated in Thousands of Dollars, Except Share and Per Share Data]

‘4, Share capital (continued):

(a) Issued and outstanding (continued):

b)

Three Months Ended MNine Months Ended Year Ended
September 30, 2006 Septermnber 30, 2006 Decermnber 31, 2005
Weighted . Weighted Weighted
Number  average Number  average . Number  average
of exercise of  exercise of  exercise
aptions price options price options price
Stock options outstanding, .
beginning of period 15,627,058 $  13.14 11,428718 $ . 13.94 10,482,082 & 1237
Issued 26266 %  9.90 506,245 $ 11.81 4474184 5 1446
Exercised -% - {27.738) § 11.21 (3.506,6251 $  9.82
Cancelled (2280771 $ 12.89 (309.833) & 13.29 1147,309] $ 1453
Purchased - % — - % — (64,7241 $ 11,99
Expired : ’ (229981 $ 1216 1,595,145) § 13.78 (6,890) & 13.79
Stock options outstanding, . -
end of period 15402249 § 1326 15402249 % 13.14 11,428,718 $  13.94
Exercisable,
end of period 5252593 $§ 1344 5252553 % 13.44 3920623 $ 1224
Three Menths Ended Nine Months Ended
September 30, 2005 September 30, 2005
Weighted Weighted
Number  average Number  average
of exercise . " of  exercise
options price options price
Stock options outgtanding, beginning of periad: 11588470 $ 1392 10682082 $ 1237
Issued 38344 3 1197 4470078 $ Y446
" Exercised (30988] $ 9.44 (3.4988%0] $  9.82
Cancelled 163,091 § 1452 120,533 $  14.67
Stock options outstanding, end of period 11,532,737 $ 13.93 11,532,737 $ 1393
Exercisable, end of period 3,933,056 ¢ 12.23 3933056 % 1223

The Corporation has an Employee Share.Purcha.se Plan (“ESPP™) whereby the Corporation matches
every dollar c'onu-'ihuted by each em[:;loyee. Under the terms of the ESPP the Corporation has the
option 10 acquire common shares on behalf of employees through oﬁen market purchases or to issue
new shares from treasury at the current market price. During the period ended Septémber 30. 2006,
the Corporation elected to purchase these shares through the open market and will continue o
review this option in the future. For the three and nine months ended September 30, 2006 $NIL of

comumon shares were issue_d from treasury (three months ended September 30, 2005 - $5,780,606, nine
months ended Seplembef 30, 2005 - $15,993,063) representing the Corporation’s matching QonLri]:;uu'on
from treasury for employee contributions, for which no cash was exchanged. Current market price for
common shares issued from treasury is determined based on the weighted average trading price of the
common shares on the Toronto Stock Exchange lor the five trading days preceding the issvance.

Stock option plan:

Changes in the number of options, with their weightied average exercise pr{ce's, are summarized below:
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4. Share capital {continued):

(b} Stock option plan (continued):

(c

{d)

Under the terms of the Corporation’s stock option plan, a cashless settlement alternative is avaflable
whereby option holders can either {(a) elect 10 recelve shares by delivering cash to the Corporation

in the amount of the options or {b) elect to receive a number of shares equivalent to the market value
of the options over the exercise price. For the three and nine months ended September 30, 2006,
option holders exercised nil and 27.736 options, respectively {three months ended September 30,

2005 - 16,763, nine months ended September 30, 2005 - 3,144,188) on a cashless settlement basis
and received nil and 3,206 shares respectively (three months ended September 30, 2005 ~ 2,329
shares, nine months ended Séptemher 30, 2005 - 977,980 shares). ' '

Per share amounts:

The following table summarizes the common shares used in calculating net earnings per share:

Three Months Ended September 30 Nine Manths Ended September 30

2006 2005 2006 2005
Weighted average number ¢f shares ’ .
outstanding - basic 129,578,305 128,621,232 129,577,962 127,539,066
Effect of dilutive employee stock options — 192,029 184 AT6121
Weighted average number of shares
outstanding - diluted 129578,305 128,813,241 129,578,146 128,013,187

For the three and nine month periods ended September 30, 2006, 15,402,249 and 12,774,317 (three
months ended September 30, 2005 - 8,827,355, nine months ended September 30, 2005 - 8,681.409)
aptions, respectively, were not included in the calculation of dilutive potential shares as the result

would be anti-dilutive.
Stock-based compensation: .

As new options are granted, the fair value of these options will be expensed over the vesting period,
with an offsetting entry to contribuied surplus. The fair value of each option grant is estimated on

the date of grant using the Black-Scholes option-pricing model. Upon the exercise of stock options,

consideration received together with amounts previously recorded in contributed surplus is recorded

as an increase in share capital.

Stock-based compensation éxpense included in flight operations and general and administration
expenses totaled $5.397,000 and $15,497.000 for the three and nine mon;hs ended September 30,
2006, respectively, (three menths ended September 30, 2005 - $4,875,000, nine months ended
Sepiember 30, 2005 - $12,960,000) ,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

. WestJet Airlines Ltd.

For the periods ended September 30, 2004 and 2005 [Unaudited]
- -{Tabular Amounts are Stated in Thousands of Dollars, Except Share and Per Share Orata)

: 4, Share capital (continued):

{d) Stock-based compensation {continued):

The fair market value of options granted during the three and nine months ended September 30. 2006
and 2005 and the assumptions used in their determination are as follows:

Three Months Ended September 30 Nine Months Ended September 30

2006 2005 2004 2008

Weighted average fair market value ’
per option $ 3.46 % 4.21 % 4.29 3 5.26
Average risk-free interest rate 31.98% . 337% 4.24% 3.41%
Average volatility . 42% 42% 2% 43%
Expected life [years) 3.4 37 34 37
Dividends per share % — $ — $ — $ -

_ (e) Contributed surplus:
Changes 1o coniributed surplus were as follaws:

Three Months Ended Year Ended

Nine Months Ended

September 30 September 30 December 31

2006 2005 2006 2005 2005

Balance, beginning of period $ 49088 § 29.676 % 39.093 § 21,977 $ 21,977
Stock-based compensation expense 5357 4,875 15,497 12,940 17.604
Stock options exercised — 184) (105) (450} 1488]
Balance, end of period $ 54485 $ 344B7 % 54485 § 34487 $ 39.093

5, Commitments and contingencies:

!/ (a} Aircraft:

The Corporation has committed to purchase seven 737-700s, and on
aircraft for delivery between 2006 and 2008,

e 737-800 Next-Generation -

The remaining estimated amounts to be paid in deposits and purchase prices in US dollars relating 1o

the purchases of the remaining aircrafi, live satellite television systems and winglets are as follows:

2004 ] $ . 35407
2007 ' 162,260
2008 104,484
% 304,151
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{b) Leasehold commitments:

(c]

The Corporation has entered into operating leases and agreements for aircraft, buildings, computer

hardware and software licenses, satellite programming, and capilal leases relating to aircraft and

_ ground handling equipment. The obligations are as follows:

=

Capital Operating
Leases Leases
2006 . $ mn $ 22484
2007 T 444 96,649
2008 L4 < 112,897
2009 ’ . : 444 112,305
2010 : 498 101,844
2011 and thereafter a7 470,568
Totat lease payments 2178 5 N&44L
Less impuled interest at 5.29% 1254)
Net mrinimum lease payments ’ 1,924
Less current portion of obligations under capital lease _ 1351]
Obligations under capital lease $ 1,573

The Corporation has contmitted 1o lease an additional five 737-700 aircraft and one 737-800 aircraft
10 be delivered between 2007 and 2008 for eight- and 10-year terms, respéctiv'ely. in US dollars. -
These amounts have been included at their Canadian dollar equivalent in the above table.

Included in operating leases are US dollar operating leases primarily related to aircrafi.

The obligations of these operating leases in US dollars are as follows:

2006 $ 16,864
2007 74,853
2008 93,13%
2009 : 96,422
2010 ) 88,588
2011 and thereafter 405,873
' % 777,73% .
Contingencies:

On April 4, 2004, Air Canada commenced a lawsuit against WestJet, Air Canadil claimed damages

in the amount of $220 million in an amendment to its Statement of Claim. On May 29, 2006, as a full
setltlement, the Cm.'poration has agreed to pay Air Canada's investigation and litigation costs incurred
of $5.5 million and has accepted Air Canada’s request that WestJet make a donation in the amount of
$10 million in the name of Air Canada and the Corporation to children’s charities across the

country. Air Canada has accepted the Corporation’s apology and has withdrawn its claims in light of
this settlement. All legal proceedings between the parties have been terminated. These amou'ms and
other settlement costs have been included in non-recﬁrring expenses. As al September 30, 2006,
$5.6 m.illir_m has been paid related to this settlement w.'ith the 510 millien balance outstanding included

in accounts payable and accrued liabilitics.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WestJet Airlines Ltd.

For the periods ended September 30, 2085 and 2005 (Unaudited)
~ [Tabutar Amounts are Stated in Thousands of Dollars, Except Share and Per Share Data)

5. Commitments and contingencies (continued):
{c) Contingencies (continued}):

. A Statement of Claim was also filed by Jetsgo Corporation in the Ontario Superior Court on October

15, 2004 against the Corporation, an officer, and a former officer {the "Defendants”). The principal

‘ allegations are that the Defendants conspired together to unlawfully obtain Jelsgo's proprietary
information and to use this proprietary information to harm Jetsgo and benefit the Corporation.
The Plaintiff is seeking damages in an amount to be determined plus $50 million. but the Plaintiff

. has provided no details or evidence to substantiate its claim. On May 13, 2005 Jetsgo Corporation
_declarqd bankrupicy. As a result, this action has been stayed and no further steps can be taken in
the litigation unless a court order is obtained. ’

; _ The Corporation is party to other legal proceedings and claims that arise during the ordinargf course
[ of business. It is the opinion of management that the ultimate outcome of these matiers will not

have a material effect upon the Corporation's financial position, results of operations or cash flows.
. 6 Employee profit share provision:

The provision for employee profit share is estimated based on actual year-to-date earnings results.
The actual employee profit share amount is 1o be determined by the Board of Directors based on audited
financial results at the completion of the financial year. )

+ 7. Income taxes;

During the second quarter of 2006, the federal government and various provinces in which the

" Corporation operates enacted legislation reducing the federal and provincial statutory income tax rates.

1 The impact of this legislation is a reduction of the Corporation’s liability and provision for future
income taxes of $11.2 million for the three months ended June 30, 2006. The federal government
also eliminated the large corporations tax (LCT) effective Jam.iary 1, 2006, which crealeﬂ a reversal of
approximately $1 million in the second quarter of 2006 of LCT already accrued as current tax expense in

. the year." -

; . -

; 8. Comparative figures:

Certain prior-period balances have been reclassified 10 conform to the current period's presentation.
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Form 52-109F2 - Certification of Interim Filings

l, Cl{vé J. Beddoe, WestJet Airlines Ltd.,fChief Executive Officer, certify that:

1.

i

| have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of WestJet Airlines Ltd., (the

* issuer) for the interim period ending September 30, 2006,

Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not -
misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

~ Based on my knowledge, the interim financial statements together with the other financial
" information included in the interim filings fairly present in all material respects the financial
« condition, results of operations and cash flows of the issuer, as of the date and for the periods

presented in the interim filings;

The issuer's other certifying officers and | are respensible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

| (a) designed such disclosure controls and procedures, or caused them to be designed under

our supervision, to provide reasonable assurance that material information relating o the
issuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which the interim filings are being prepared.

Date: October 25, 2006

.
i

“S igned:"’

Clive J. Beddoe
Chief Executive Officer

E

i
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Form 52-109F2 - Certification of Interim Filings

We (1), ' Janice Paget, WestJet Airlines Ltd., Vice President - Controfler, Co- Chief Financial Officer
and Derek Payne, WestJet Am'mgs Ltd., Vice President — Finance and Corporate Services, Co- Chief
Fmancral Officer, certify that:

1.

We (1) have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of WestJet Airlines Lid., (the
issuer) for the interim period ending September 30, 2006;

Based on cur {my} knowledge, the interim filings do not contain any unirue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement
not misleading in light of the circumstances under which it was made, with respect to the period

* covered by the interim filings;

Based on our (my) knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

The issuer's cther certifying officers and us (1} are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

. {a) designed such disclosure controls and procedures, or caused them to be designed.under

b

our supervision, to provide reasonable assurance that materia! information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which the interim filings are being prepared.

Date: (Z.‘)ctober 25, 2006

“Signed”

- Janice Paget, CGA .
Vice President - Controller, Co-Chief Financial Officer

signeir

Derek Payne, CA
Vice President — Finance and Corporate Services, Co-Chief Financial Officer
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Forward-looking information

ertain infortnation set forth in this document, or achievements could differ materially from those
including management’s assessment of ‘ expressed in, or implied by, these forward-looking
Westlet's future plans and operations, statements,
contains forward-looking statements. These forward- Additional information relating to WestJet,
locking statements typically contain the words including Annual Information Forms and fnancial
k “anticipate,” "believe,” “estimate.” “intend.” “expect” statements, is located on SEDAR at
“may; “will” “should” or other similar terms. By their www.sedar,com. )
© nature, forward-looking statements are subject to To supplement its consolidated financial statements
numerous risks and uncertainties, some of which presenied in accordance with Canadian generally
are beyond WestJet's centrol, including the impact accepted accounting principles ("GAAP"), the
_ of general economic conditions, changing domestic Company uses various non-GAAP performance
and international industry conditions. volatility measures, including available seat mile (*ASM”),
(‘ of fuel prices, terrorism, currency fluctuations, cost per available seat mile (“CASM”) defined as
i interest raies, competition from other industry operating expenses divided by available seat miles.
participants (including new entrants, and generally revenue per available seat mile ("RASM") defined
i; as to capacity Quctuations and pricing environment), as total revenue divided by available seat miles,
% labour matters, government regulation, stock-market and revenue per reverue passenger mile (“yield”)
: volatility and the ability o access sufficient capital defined as total revenue divided by revenue
 from internal and external sources. Readers passenger miles. These measures are provided to
1 are cautioned that management’s expectations, enhance the user's overall understanding of the
‘ estimates, projections and assumptions used in Company’s curreni financial performance and are
E the preparation of such information, although included to provide investors and management
i considered reasonable at the tdme of preparation, with an alternative method for assessing the
may prove to be imprecise and, as such, undue Company’s ongoing operations and to provide a
reliance should not be placed on forward-looking more consistent basis for comparison between
statements. WestJel's aclual results, performance quarters. These measures are not in accordance

R TR T AT e S TR SRS TR e Y s
{ Quarterly unaudited financial information (i MILLIONS EXCEPT PER SHARE DATA] " o
Three Months Ended
Sept, 30 June 30 Mar, 31 Dec. 31
2006 2006 2004 2005
Total revenues $ 503 $ 425 % 388 % 348
Net earnings $ 53 % 22 % 13 % i
Basic earnings per share % 0.41 $ 0.17 % 0.10 3 D.0%
Diluted earnings per share $ 0.41 % 0.17 $ 0.10 % 0.0%
Three Months Ended
Sept. 30 June 30 Mar. 3% Dec. 31
2005 2005 2005 200401
Total revenues % 406 $ 326 % 295 % 274
Net earnings [loss) $ 0 3 2 $ [R111 .3 44
Basic earnings [loss) per share 3 D.24 $ 0.02 $ (o.o8] % [0.37)
Diluted earpings [loss) per share $ 023 % 0,02 $ ops) % (0,37)
n:Includes writedown of $47,577,000 related to 200-series fleet impairment

» T M 2006 WESTJET THIRD QUARTER REPORT




with or an alternative for GAAP and may be
different from measures used by other companies.

Third Quarter Summary

We completed the quarter with strong revenue
and operating results stimulated by the demand
for our industry-leading service as well as a
Company-wide effert to control costs. Our third
quarter 2006 net earnings rose to $52.8 million,
74,5% higher than in the third quarter of 2005.
Year to date, net earnings improved by 283.3%.
from $23.0 million in 2005 to $88.0 million in the
current year. Higher guest revenues, created by
increased capacity, higher load factor and stronger
yield and our persistent focus on cost control, drove
growth in our net earnings during the current period.

This is the fifth consecutive quarter we
concurrently increased capacity, yield and load
factor lrom the respective prior year quarter. The
synchronized increase in these three arcas once

again illustrate our ability 1o grow our network

R

. We strive to allocate our capacity
j within our network with the

" seasonal demand.

QLKL

while attracting incremental guests to experience
our exceptional guest-cenired service.
Despite an increase o 9.3% in our price of jet
fuel per litre since the third quarter of 2005, our
»operating cost per available seat mile, including
" fuel, grew at a rate of just under one per cent,
_ This was achieved through the improved efficiency
‘ and utilization of our new Next-Generation aircraft
_and our employees’ efforts 1o contain controllable
. expenditures. Excluding fuel, our third quarter
: operaling cost per available seat mile decreased
‘by 1.1%.

James Homeniuk
Aircraft Maintenance Engineer

Highlights

We experienced many highlights during this
quarter, including higher load factor and stronger
yield. We expanded our fleet by five 600-series
aircraft secured by a final commitment from
the Export lmport Bank of the United Siates
("Ex-1m Bank"}, bringing our total registered fleet
size to 62 aircrafl, as at September 30, 2006. We
also finalized leasing terms for four Boeing 737
aircraft for delivery in 2007 and 2008.

During this quarter, we reorganized our executive
team and welcomed a new member to our Board
of Directors. We appeinted Sean Durfy to
President of the airline while Clive Beddoe
maintains his role as Chief Executive Officer and
Chairman of the Board. Mr. Durfy has been an
active part of our Company and corporate culture
for the past two years in his role as Executive
Vice-President ol Markeliﬁg. Sales and Airport
Operations. We welcomed three new members to
our executive ieam: Bob Cummings was appointed
Executive Vice-President, Guest Experience and
Marketing; Dr. Hugh Dunleavy became Executive
Vice-President Commercial Distrihution; and Ken
McKenzie is our Execulive Vice-President,
Operations. All three individuals have proven
track records within the Company and are sirong
and welcome additions. They join our existing
executive tleam who are active in our continuous

commitment to our culture and low-cost structure.
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We also welcomed Mr. Brett Godfrey, co-founder
and Chief Executive Officer of Virgin Blue Airlines,
to our Board of Directors in August 2006.

Operational Perfarmance

Operational performance for this quarter was
highlighted with improvements in our revenue per
available seat mile (RASM), RASM, [or this quarter,
increased to 15.2 cents from 14.4 cents in third
quarier 2005, an increase of 5.6%. RASM, a key
indicater for managing our revenue, is calculated
through a combination of load factor and yield.

We experienced an increase in our guest volumes,
as evidenced by an increase of almost two points
in our load factor for the third quarter of 2006,
compared to the same quarter in 2005. We saw a
4.7 point increase in our year-to-date 2006 load
factor, compared to the same period in 2005.

Our increase in toad factor during these periods is
a notable accomplishment given that we grew our

capacity by 17.3% in the third quarter and 15.3%

. in the Brst three quarters of 2006, compared to

the respective periods in the previous year. At the
same lime, we successfully grew our third quarter
yield to 18.9 cents from 18.3 cents over the same
three months last year: and increased our yield to
18.0 cents for the first nine months of 2006 from
17.3 cents in the 2005 comparative period.

Our higher yield is partly atiributed 1o fare
increases sustained by a healthy revenue
environment but is also due 1o the success of our
revente management process. During the third
quarter, our average trip length increased from
1,128 15 1,154 miles, such that on a trip length
adjusted basis, our yield improved by approximately
four per cent.

Qur ability to achieve a balance between yield
and load factor is a challenging and important
component to the success of our operatiens, This
challenge is made more difflicult during times of
significant capacity growth. Assuming yield and
seat capacity remain constant: we estimate the
sensitivity of revenue to a one percentage point
change in load factor is $22.3 million per annum
while a one percent change in yield, on the same
basis, is $17.5 million. Despite the complexities,
our revenue management capabilities have largely
contributed to our achieving improved yields and
load factors.

During this quarter, we provided more long-haul
flights 10 U.S. destinations than we did one year
ago, causing our average stage lehgth 1o increase
to 850 miles from 811 miles in the comparative
period last year. For the same reason, we flew an
average stage length of 835 miles in the first nine
months of 2006 as compared 1o 805 miles in the

same period in 2005.

Three Months Ended Sept, 30 Nine Menths Ended Sept. 30
% increase % increase
2006 2005 |decrease] 2006 2005 [decrease]
Available seat miles 3,310,271,095 2,821,051,983 17.3% 9.209,620,042 7,985,225,263 15.3%
Revenue passenger miles  2,663,252,640 2,217,8446,200 20.1% 7,289,503,110 5,950,820,444 '22.5%
Load factor - 80.5% T T8.6% 2.4% 79.2% 74.5% L 6.3%
Revenue per passenger ' ’
mile [cents} - 18.9 18.3 3.3% 18.0 17.3 £,0%
Revenue per available
seat mile [cents] 15.2 14.4 5.6% 14.3 129 10.9%
Cost per passenger
mile [cents| 15.5 15.8 11.9%] 159 16.4 13.0%]
Cost per available
seat mile [cents) 12.5 124 0.8% 12.4 12.2 3.3%
Fuet consumption [litres) 163,679,642 144,380,341 13.4% 462,357,964  418,470,602. 8.1%
Fuel cosiflitre [cents] 728 46,6 9.3% 705 61.0 15.7%
Segment guesis . 2,956,996 2,522,782 17.2% 8,270,592 | 4,974,081 18.7%
Average stage length 850 811 4 B% B35 805 3.7%
Number of full-time
eguivalent empleyees
quarter end 4,903 4,208 16.5% 4,903 4,208 16.5%
Fleet size at quarter end 62 57 8.8% 42 . 57 8.8%
Aircraft available for use 62 57 8.8% 52 57 8.8%
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The third quarter is typically one of the busiest
periods in our business, as there is a seasonal
increase in demand for leisure travel to visit

' friends and families or to enjoy Canadian vacation
destinations during the summer. To manage the
inherent variability in air travel and to maximize

our resources, we sirive to allocate our capacity

within our network with the seasonal demand,

! 20% -
18%
16%

v Q306 Q206 Q106 Q4’05 Q305

VS, Vs, Vs, Vs, vs,
Q305 Q205 Q105 Q4’04 Q3IT4
%, W Per cent capacity increase .

: £J Per cent load factor increase
B Per cent yield increase

. Income Statement
i REVENUE

Hi We grew our guest revenues by $85.2 million in
; the three months ended September 30, 2006 to

' $453.5 million, up from $368.3 million in the third
i quarter of 2005. We increased our 2006 year-to-date
guest revenues 1o $1.1 billion from $879.7 million
in the same period last year. The increase in guest
revenues can be attributed to modest lare increases;
and a stronger demand for the WestJet brand and

gir travel in general.

While we focus on sustainable cost management
to improve our financial performance, we also expand
alternative revenue channels to complement our
primary revenue generating activity of providing
scheduled flight services. WestJet Vacations is our
most recent and significant endeavour in this area.
This wholly owned subsidiary of WesiJet Airlines Lid.,
was launched in the second quarter of this year
and offers travellers the ability to plan their
vacation, including hotels, car rentals, attractions
and insurance, in one convenient package. During
the quarter, we enhanced this valuable service by
introducing a website dedicated to travel agents.
Bookings through WestJet Vacations have been
strong to date and we are confident that this
revenue channel will continue to grow,

UNIT CDSTS

Our high-efficiency and low-cost philosophy is
rooted throughout our entire operation and is the
key 1o successfully managing our financial results,
through an ofien difficult and challenging high-cost
environment.

To achieve our objectives, we strive to contain
controllable costs, partly by improving productivity
and efficiencies throughout our Company. The
higher effliciency of our single-type fleet plays a
fundamental role to help offset uncontrollable cost
pressures, mainly related to fuel. In the third quarter
of 2006, our aircraft were deployed into revenue
service, on average, for 11.8 bleck heurs per day
as compared to 11.1 block hours per day in the
same period in 2005, a utilization increase of
6.3%. For the first nine months of this year, our
aircraft utitization was 11.8 block hours per day
versus 11.2 block hours per day in the first three
quarters of 20035, an increase of 5.4%. [ncreasing
the productivity of our aircrafi allows us to generate
incremental revenue from higher utilization and

spread our fixed costs over more fight hours.

Three Months Ended Sept. 30

Nine Months Ended Sept. 30

% increase % increase

2005 2005 [decrease] 2006 2005 [decreasel

Guest revenues 13.7 13.0 54% 12.5 11.0 13.6%
Charter and other . 1.4 1.3 7.7% 1.7 1.8 [5.6%)
Interest income 0.1 0.1 0,0% 0.1 .01 0.0%
15.2 14.4 5.6% 14,3 129 10.9%
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Excluding the cost of fuel, our third quarter CASM
decreased by 1.1% to 8.9 cents per ASM from 9.0
cents in the same period last year. Gur year-to-date
CASM, excluding fuel, increased by 1.1% to
9.1 cents in the first nine months of the year from
9.0 cents during the first three quarters of 2005.

During the third quarter, we experienced an
increase of 9.3% in our cost of fuel per litre and a
weighted average increase of 6.8% in airport rates
and [ees, as compared 1o the same perivd one year
ago. At the same time, our total operating CASM,
including fuel, grew at a slower pace of 0.8%,
remaining almost flat at 12.5 cents from 12.4 cents
in the same prior-year period. This is a notable
accomplishment when we take into consideration
the record-high fuel price environment we have
been operating in over the past three months.

Overall, changes in gur total unit operating costs
during the quarter was primarily a result of higher
fuel, airport, flight operations and interest costs,
which were offset by reduced maintenance, aircraft
rental and general and adminisiration expenses.
Fuel

Qur third quarter fuel cost per ASM increased
by 5.9%, compared 10 the same quarter in 2005,
and grew by 9.4% in the first nine months of 2006
compared to the same period in 2005.

Gil prices continued to rise steadily during the
quarter to an average WT1 US $70.44 per barrel
frem an average WTI US $63.08 per barrel in the
same quarter lasl year, impacting our third quarter
CASM by almost three per cent. Although oil prices
have fallen, since reaching a record high in July
2006, they still remain at hisiorically elevated levels.

Our investment in new Next-Generation aircraft,
with improved fuel efficiency. helps us combat .
unceriainties in rising fuel costs. We further
enhanced the effectiveness of our fleet by adding
blended winglet technology on our larger 737-700
and 737-800 aircraft. As a resull of operating a
high luel-efficiency fleet, our CASM associated
with fuel has increased at a slower rate of 5.9%
during the quarter than our 9.3% increase in our
cost per litre to purchasc fuel in the same quarter
of 2006.

CL<

We experienced many highlights
during this quarter, including higher

load factors and stronger yield.

CLLKL

Airport operations

Our unit costs per ASM associated with airport
operalions increased by 5.3% from 1.9 cents in
the third quarter of 2005 to 2.0 cents in the third
quarter of this year, with a similar increase in our
year-to-date airport unit costs. A significant driver

of this increase can be attributed 10 the higher

per.available sea : . L

Three Months Ended Sept. 30 Three Months Ended Sept, 30 Nine Months Ended Sept. 30

% of Expenses % tncrease % increase

2006 2005 [decrease} 2006 2005 [decrease]

Aircraft fuel 2B.9% 34 34 5.9% 35 3.2 9.4%
Airport operations 15.6% 20 1.9 5.3% 2.1 2.0 5.0%

Flight cperations .

and navigationat charges 15.1% 1.9 1.8 2.6% 1.8 1.7 5.9%
Sales and marketing ?2.9% 1.2 1.2 0.0% 1.2 1.1 7.1%
Depreciation 2nd amaortization T1% 09 0.9 0.0% 0.9 1.0 [10.0%]
Interest expense 4.5% 0.6 0.5 20.0% 0.5 05 0.0%
Genera!l and administration 4.3% 0.5 0.6 {146.7%]| 0.6 0.6 0.0%
Inflight 4.3% D] 0.5 0.0% D5 0.5 0.0%
Aircraft leasing 4.3% 0.5 0.7 128.6%) 0.6 0.6 0.0%
Maintenance ) 40% 05 0.6 (16.7%] 0.6 0.7 114.3%)
Guest services 2.0% 0.3 0.3 0.0% 0.3 0.3 0.0%
' 100.0% 125 124 0.8% 126 122 3.3%
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" landing fees we incur on the larger Next-
: Generation aircraft compared to that of our older
727-200 series aircraft.

In additidn. we have further enhanced our
network, since this same period one year ago, by
flying to more American destinations, and
allocating more capacity to Canada’s largest air
travel market, Toronto, Although these desiinations

- carry higher airport landing and terminal fees.
‘; these network enhancements were necessary to

" meet the needs of our guests and have proven
! 10 be successiul.

. Flight operations and navigational charges

Costs per ASM for our third quarter flight

;. operations and navigational charges increased by
i 5.6%to 1.9 cents per unit, [rom 1.8 cents per

; unit in the same quarter last year; and grew by

. 5.9% in the first nine months of 2006 from 1he

- comparative prior-year period.

LLLKL

i We have further enhanced our
network, since this same period one
, year ago, by flying to more American
destinations, ;and allocating more

. capacity to Canada’s largest air

travel market, Toronto.

I
'

QLKL

|.. In the first quarter of this year, we amended

"our pilot agreement to allow for more flexibility

“ and choices in our pilot compensation plan by

* offering the alternative of receiving various levels
¢ of cash in lieu of stock options. In the first year
of this new agreement, we will be incurring both
a cash expense and stock based compensation
;}expense related (o options granted in 2006 under

«the old pilet agreement. As such, we incurred
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expenses of $3.8 million for this quarter and
$6.4 million year to date 2006, for those pilots
that elected to receive cash, rather than a certain
portion of stock options, in 2007,

Sales and Marketing

During the first nine months of 2006, our sales
and marketing expenses per ASM increased by
9.1% from 1.1 cents to 1.2 cents in the same period
this year. To better leverage our travel agent
distribution channel, we offered travel agents
higher incentives to encourage them 1o book their
customers on WestJet. This distribution channel
comprised approximately 37% of our total net
bookings in the third quarter of 2006, an increase
of 3.7% since the same period last year, and
approximately 37% in the current year-to-date
period, compared to approximately 34% in the first
nine months of 2005. ,

Despite this increase in travel agent commissions,
we were able to control our other costs related to
sales and marketing. Qur successful cost-control
efforts in this area are reflected in our third
quarter sales and marketing unit costs, which
remained stable at 1.2 cents per ASM from the
comparalive period in 2005,

Depreciation and amortization

Qur depreciation and amortization unit costs
remained constant at 0.9 cents per ASM Irom the
third quarter of last year and decreased by 10.0%
when comparing the first nine months of this year
1o the same period last year. The year-to-date
decrease resulted from a one-time adjustment
required as a result of the early disposal of our
737-200 capital Iea-ses.

Interest expense - )

Our interest expense is prim;lrily driven by our
financing arrangements on our owned aircrafi.
Qur third quarter interest expense unil costs
increased by 20.0% compared to the same period
in 2005, as a result of our financing of an
additional 15 Next-Generation aircraft since the
end of the third quarter in 2005. These aircraft
were financed with low interest rate debt supported
by Ex-Im Bank guarantees, which allowed us to
secure 12-year fixed interest rate debt in Canadian
dollars that brings émr total Company weighted
average interest rate to approximately 5.4% on all

of our deba.




Gisele Kriwokon
Lead, Aircraft Appearance

General and administration

~ We improved our general and administration
unit expenses by 16.7%. in the third quarter of
2006 compared to the same quarter 1ast year,
General and administration expenses comprise
a Jarge portion of our fixed costs associaled with

operating our airline and include activities such

: as legal, purchasing, accounting and real estate

. services. The decline in our general and

administration CASM is partly due to a decline

! in legal fees since the seitlement of our lawsuit
i with Air Canada.
;: Aircraft leasing

Unit costs associated with our leased aircraft

decreased by 28.6% in the three months ending

, September 30, 2006, compared to the third

! quarter in the prior year. Last year, we incurred

‘lpase payments on five 737-200s, 13 737-700s
" and five 737-800s. In the third quarter of this

year, we only incurred lease paymenis on the
same 737-700s and 737-800s as the leases on the
737-200s were surrendered or expired in the firsi
quarter of this year.
Maintenance -

We achieved a 16.7% improvement in our third

‘ quarter maintenance unit costs and a 14.3%

, decrease in our year-lo-date maintenance unit

- costs. compared to the same respective periods in

2005. We have gained several operating and

, financial benefits from our investment in new

aircraft within the Next-Generation family.
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Income tax )

Current tax expense of $2.3 million combined
with the future tax provision of $31.9 million,
resulted in a net income 1ax expense of $34.2
million and an effective tax rate of 27.95% for the
nine months ended Seplember 30, 2006. Overall
our total year to date tax expense is lower than
otherwise expected due 1o the lederal government,
along with several provincial governments,
substantively enacting corporate tax rate
reductions in the second quarter 2006. The
revaluation of our future tax tability resulled in
an approximate $11.2 million recovery of future
income tax expense in the second quarter of 2006,
The federal government also climinated the large
corporations tax (LCT) effective January 1, 2006,
which created a reversal of approximately
$1 million of LCT already accrued in the year.
Altheugh these items were recorded in the second
quarter, they continue to impact our year-to-date

calculations.

Financiat Position

We continue to see improvement in our financial
strength, as indicated in our debt-to-equity and
working capital ratios. This has arisen parily from
favourable travel bookings conditions and a
rationalized fare environment. as well as through
the direct result of our (;osl-management aclions
taken to improve our operational effectiveness.

From January to Septeniber of this year. we
continued to grow our fleet and accepted delivery
of 10 737-600 aircraft and ene 737-700 aircraft,
all of which were acquired under our Ex-1m Bank

'suppofted fleet acquisition plan. The acquisition of

these aircraft resulted in & $380.8 million additien
10 our deht bringing our total debt-to-equity ratio
10 2.4 to 1, a decrease from 2.5 10 1 at year-end
2005. [ncluded in this debt is off-balance sheet
debt related 10 aircraft operating leases of $433.2
million. We believe that this low debi-to-equity
ratio, supplemer;led by our healthy cas}_l reserves
of $378.9 million provides us with sufficient
Nexibility to continue to grow our network and
services, while providing enough of a cushion
should we encounter economic uncertainties. At
September 30, 2006, $8.6 million of stock based
compensation expense was included in

contributed surplus related to expired stock options,
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$97.000 of which related to option expiries in the

. third quarter of 2006.

By the end of the third quarter of this year, our

working capital ratio strengthened 10 0.93 to 1,

as compared 10 0.86 to 1 at the end of the same

quarter one year ago and 0.85 to 1 at the end
of 2005.

As at Oclober 20, 2006, we had 129,578,303
shares outstanding: 122,988,555 common voting
shares and 6,589,750 variable voting shares, as
well as 15,402,249 stock options outstanding.

Carolyn McArther
Coordinator, Maintenance Siafi Scheduling

OPERATING CASH FLOW
Qur eperations produced $28.6 million more
cash during the third quarter of 2006 cu;npared to
the same quarter in 2005 and increased to $279.4
' million during the first three quarters of this year

' compared to $209.0 million in the samelperiod in

2005. Our higher cash flows from operating ~
_activities were primarily driven by higher revenues
.and our continued efforts on controlling
I expenditures in the current nine-month period

versﬁs the same period in 2005.

A key indicator of our future performance is
advanced ticket sales. Typically, advanced ticket
sales at the end of the third quarter decline due to

i slower hookings for travel in the winter season.
i:i{nwever, this year our advanced ticket sales have

‘grown to $166.2 million at the end of September
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2006 from $132.5 million at the end of the third
quarter last year and 5127.5 million at year-end
2005, representing a 25.4% and 30.4% increase,
respectively. At the end of the current third
quarter, 31.3% of our advanced bookings were
associated with future travel to our transhorder
and international destinations. As the slower
winter travel season approaches in the coming
months, the increase in advanced bhookings

demonstrales our ability to manage our seasonal

. capacity and scheduled network to lessen the

variability of seasonality inherent in our business.
FINANCING CASH FLOW

Our financing activitics provided cash totalling
$117.0 tillion in the third quarter of 2006
campared to $85.3 million in the same peried in
2005 and $264.9 million in the year-to-date period
ended September, 30. 2006, compared to §47.8
million in the same period last year. Our current
year. financing cash received was primarily from
leng-term debt funds to purchase 10 737-600s
and one 737-700 aircraft during the first nine
months of 2006, with five of the 737-600s received
in the current third quarter. In the previous year,
we financed one 737-600 and two 737-700
aircraft in the third quarter.

In the beginning of the third quarter of this
year, we completed a debt financing facility (the
"Facility*) supported by loan guarantees from the
Ex-Im Bank for US $191.1 million. The Facility
supports the purchase of five Boeing Next-
Generation 737-600s and one 737-700 series
aircraft, By the end of the third quarter of 2006,
the five 737-600s have been received, with the
remaining 737-700 to be received in December
of 2006. .

We are continually examining the mix of leaséd
and debt-financed aircralt (o ensure we achieve
the opli.mal balance to maintain a conservatively
leveraged balance sheet and ample cash reserves,
In addition to our Ex-Im Bank supported debt
[inanced aircraft, we also finalized leasing terms
with Singapore Aircrafi Leasing Enterprise in
the beginning of the current third quarter for four
Boeing Next-Generation 737 aircraft to be
delivered in late 2007 and early 2008.
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INVESTING CASH FLOW

In the third quarter of 2006, we invested $184.3
million in five 737-600 aircrall compared to $128.4
million for one 737-600 and two 737-700s in the
same quarter last year. In the first nine-months of
2006, we invested $425.0 million versus $148.4
million in the same period last year. So far in
2006, we purchased 10 737-600s and one 737-700
aircraft, 85% of which were lunded through
low-interest rate debt, while the remaining portion

* . is financed with our own equity, In the comparative

prior year period. we acquired eight aircraft
under sale and leaseback agreements and financed
three aircraft.

During the yeél'" we also spent $35.1 million in
information technology related costs and aircraft
associated parts, $7.9 million of which was
spent in the current quarter. A portion of our
information technology investment related to
the further development of our new reservation

system, which we expect to launch in 2007.

L&KL

We have further enhanced our
network, since this same period one
year ago, by flying to more American
destinations, and allocating more
capacity to Canada’s largest air

travel market, Toronto.

Our investment in new aircraft and a new
reservation system is important to our growth
plans. The development of a new reservation
system allows us improved inventory and fare
management, and creates opportunities for us o
partner with other airlines, should we choose

W15 W

te do so, to better serve more guests. This sysiem
can accommodate the growth of our network,
allowing us to serve more guests through
agreements with partnering airlines without
incurring the high infrastructure costs
otherwise required.

The addition of new aircrafi allews us to grow
our infrastructure by adding capacity and new
routes to meet the needs of Canadian travellers,
At the end of the third quarter in 2006, we had
commitments to take delivery of a total of 14
Nexi-Generalion aircraft. In the remainder of 2006
we will receive one 737-700. In 2007 we will
receive six 737-700s and one 737-800. In 2008,

" we will accept delivery of five 737-700s and one

737-800. To further support our future growth we
are considering opportunities to add capacity

when appropriate.

Moving Forward

Looking forward to the fourth quarter, we expect
our capacity to grow by approximately 23 per cent
over the same quarter in 2005. Our decision to
early retire our 737-200 ﬂéet resulted in aircrafi
being taken cut of service in the fourth quarter of
last year and thereby, reduced our capacity in that
period. This capacity reduction in the previous
year drives the magnitude of our increase in our
current fourth quartér year-over-year growth.

In spite of the significant increase in our
system-wide capacity in the present fourth quarter,
we are extremely pleased that our RASM
performance is keeping pace thus far with our
RASM results in the same period Jast year. These
results are encouraging as we approach the

completion of our 2006 fiscal year.

Qur employees are devoted o our standards of

creating a high-efficiency operation while striving
te achieve sustainable low-costs in order to
;irovide aur guests with a high-value affordable
product. For the second year in a row, we have
been recognized by Waterstone Human Capital
Ltd.. lor having Canada’s most admired corporate
culture, As we begin the last'quarter of 2006, we
are confident that .our award winning, nationally

recognized, culture will continue to attract guests,

Octaber 25, 2006
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FOR IMMEDIATE RELEASE

Westlet October Traffic Statlstlcs |
. WestJet Continues Momentum with Another Month of Strong Results

CALGARY, Alberta. November 7, 2006. WestJet today announced solid traffic results for the
month of October with increases in load factor and impressive gains in capacity and revenue
passenger miles. Westlet's available seat miles (ASMs) for October 2006 increased 22 per cent
to 1,102.7 million, up from 905.2 million in October 2005. Year to date, ASMs have increased 16
per cent to 10,312.3 million, up from 8,890.5 million in the same 10- month perlod in 2005.

“These trafF ic results are a clear indication that our network deployment approach of adjusting
capacity to meet market demand is working and on track,” commented Sean Durfy, President.
“October’s strong traffic results were achieved while growing capacity by 22 per cent. In the
fourth quarter we will increase capacity by 23 per cent while delivering strong load factors and
comparable year-over-year RASM resuits.”

Westlet's: load factor for October 2006 was 74.9 per cent, compared with 73.5 per cent in
October 2005, representing an increase of 1.4 points. During the first 10 months of 2006, the
Company’s load factor increased 4.3 points to 78.7 per cent compared with 74. 4 per cent durmg
the same, perlod in 2005.

Revenue 'passenger miles (RPMs) also increased 24 per cent to 826.3 million, up from 665.6
million in' October 2005. Year to date, RPMs increased 23 per cent to 8,115.8 million from
6,616.4 million over the same period in 2005.

Marking its tenth anniversary this year, Westlet is Canada's leading low-fare airline offering
scheduled service throughout its 35-city North American and Caribbean network. Named
Canada's:most admired corporate culture in 2006, WestJet pioneered low-cost high-value flying
in Canada. With increased legroom and leather seats on its modern fleet of Boeing Next-
Generatlon 737 aircraft, and live seatback television provided by Bell ExpressVu on the- majorlty
of its ﬂeet Westet strives to be the number one cho:ce for travellers
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